International 
Marketing Information 
Series 


~. 


Foreign Economic Trends 
and Their Implications 
for the United States 


POLAND 


May 1977 
Frequency: Annual 
Supersedes: 76-076 


Prepared By 
American Embassy 
Warsaw 


HT OF ¢, 


Prepared by the U.S. Foreign Service, 
U.S. Department of State, and released by the 


U.S. Department of Commerce 


Domestic and International Business Administration 
Bureau of International Commerce 





KEY ECONOMIC INDICATORS: POLAND 


Foreign Trade* 
(In Millions of USS) 1972 1974 1975 1976 


FOREIGN TRADE BALANCE -403 “2,168 =-2,256 <-2,843 


Exports (Total) 4,928 8,320 10,289 11,057 
Imports (Total) 5,331 10,488 12,545 13,900 


WITH NON-COMMUNIST COUNTRIES =272 “2,146 <=-2,673 <-2,939 


Exports 1,795 3,683 4,123 4,716 
Imports 2,067 5,829 6,796 7,655 


WITH THE U.S. iT -214 -355.6 -549 
Exports to U.S. 127 259 234.3 287 


Imports from U.S. 110 473 589.9 836 
(Of which manufactured goods) 29 Loe 180.4 


OTHER ECONOMIC INDICATORS 


Increase Over Previous Year 


1973 1974 1975 1976 1976 Total 


National Income 11.4% 9.4% 8.0% 7.5% 1.5 trillion zloties 

Steel Production 4.4% 3,53 2:62 4.0% 15.6 million tons 

Car Production 25.58 19.7% 23.0% 3298 216,000 

Electric Power 10.2% 8.7% 6.1% Vase 104 billion kwh 
Production 

Cement Production 10.73% 8.4% 10.1% 7.0% 19.8 million tons 

Coal Production 3.9% S228 6.2% 4.53 179 million tons 

Savings Deposits 24.3% 24.2% 16.1% 15.6% 271 billion zlotys 

Investment 26.0% 25.0% 16.9% 19.2% 565 billion zlotys 

Retail Sales ee 14.4% 1368 12.6% 909 billion zlotys 


*Source: Polish Foreign Trade Statistics 





Summary 


The Polish economy again experienced high levels 
of growth in 1976, and the Government announced 
new economic priorities to improve performance 
in the agricultural, foreign trade, and consumer 
goods sectors. 


Current Economic Situation and Trends 


Poland's national income grew by 7.5% in 1976, in 
spite of a fall in agricultural production. 
Industrial output was up by 10.8%. This rapid 
growth, only slightly lower than that registered 
in the preceding five years, contributed to a 
further increase in Poland's trade deficit with 
non-communist countries. No major changes occurred 
in the price structure of the Polish economy in 
1976. The Government decided to retract its June 
proposals for price increases on most food items, 
particularly meat, pending further study. The 
five-year plan published in December 1976, estab- 
lished policies of more moderate growth and 
reallocation of resources. 


Investment Strategy Changes 


Under the new plan the relative share of Gross 
Domestic Product devoted to investment will fall 
from the high of 35% in 1975 to 27% in 1977 and 
successively through 1980. Agriculture, food 
processing and housing will receive 43% of total 
investment, much higher proportions than in previous 
years. The Government also hopes to cut substantially 
the proportion of investment going to plant con- 
struction, concentrating instead on completing 
projects already begun and modernizing existing 
factories. The breakdown of investment outlays 
between plant construction and machinery did not 
change significantly in 1976, however. Although 

the increase in investment in real terms amounted 

to only 3.5% in 1976, the increase as measured in 
current prices was over 13%. 


Increase Charted for Consumer Goods Production 
The plan calls for a 66% increase in deliveries of 


non-food consumer goods over the 1975-1980 period, 
with almost half of the increase in durable items to 





come in the next two years. These targets represent 

a continuation of past high increases in consumer 
goods production. Total industrial production, in 
contrast, is slated to grow by about two-thirds the 
average rate registered in 1971-1975. Major increases 
in production of cars, furniture, consumer appliances, 
and textiles are planned. More consumer goods are 
being imported than in the past, as well. Slower 
progress is expected on the agricultural front, where 
meat supplies dropped markedly in 1976. 


Wages and Incomes 


Greater central control of wage funds has been 
instituted. Real wages are to grow by an annual 
average of 3.4% during the entire plan and by only 
2% in 1977. Wage increases are to rise more slowly 
than gains in productivity. Consumer goods availa- 
bilities are to increase faster than incomes, thus 
relieving some pressure of excess demand. The price 
index rose by 4.5% in 1976. 


Greater Scope for Private Activity 


Under the new economic policies, the services sector 
is expected to double during 1976-1980. Private 
services enterprises, through more liberal tax 
treatment and improved availabilities of materials and 
imported equipment, are being encouraged to expand 

at this same high rate. The Polish Government is 

also supporting greater specialization among private 
farmers and land transfers which will increase over 
time the average size of private farms. 


The Government Focuses on Foreign Trade 


The ambitious target of increasing exports by 75% 

by 1980, while holding import growth to only 26% 

over 1975 levels, is set in the new plan. Goals for 
improving the balance of trade with Western countries 
(plus Japan) are even more ambitious. Poland expects 
improved demand for its products as a result of the 
quickened rate of recoveryin the U.S. and Europe. 
Higher export prices and increased exports of coal, 
copper, sulfur and products from investments now being 
completed are being counted on to bring improvement 
in 1977. 





Export Expansion 


Polish officials believe that exports to the West 
can grow by 20% or more in 1977. They state that 
these exports increased by about 13% in volume terms 
last year, but that unfavorable price trends reduced 
the increase to 8.3% in value terms. 


The Government has said it will institute greater 
centralized control over foreign trade, principally 
through tightening of self-repayment requirements for 
projects. The ability to generate exports will be the 
key factor influencing consideration of these projects. 


Import Restraint 


Poland's imports from the West may remain constant 

in real terms, or decline somewhat. Short of further 
bouts with bad weather, there is room for reduction 
in the over $1 billion in agricultural imports 
registered in 1976. The increased agricultural 
production expected for 1977 would not reflect 
positively on Poland's balance of trade until late in 
the year. 


The Government expects greater control of importe- 
intensive investments to yield the largest import 
savings. Imports of capital goods increased by 

about 16% in 1976, with imports of complete factories 
up by 24%. 


The plan gives priority to growth in the chemical 

and metallurgical sectors, where the import-substitution 
potential for investments is high. The production of 
Huta Katowice should decrease net steel imports by 
several hundred million dollars in 1977. The overall 
plan to restrain imports, however, rests on the assumption 
that the relationship between growth in industrial 
production and imports can be altered. Unless this 
change can be accomplished, the Government will have 

to accept lower growth rates or higher-than-planned 
imports. 


Implications for U.S. Firms 


Good opportunities exist for U.S. firms in the food- 
processing, retail merchandising, electronics, 
metallurgical, and chemical sectors. Poland will be 





seeking licenses and technology in these fields as 
well as for building materials and processes. Equip- 
ment for modernizing and improving productivity in 
existing plants will be in high demand. This could 
be particularly true in the metallurgical sector, 
where many steel mills will be converted in the next 
four years to process the new steel output from Huta 
Katowice. 


Growth in Poland's demand for Western manufactured 

goods will be much more moderate than in the past. 

With this heightened competition among foreign suppliers, 
U.S. firms will have to display flexibility with regard 
to buy-back and compensation arrangements if they expect 
to conclude large sales. Buy=<back requirements have 
been increased for import contracts of over $1 million 
and will be a prime consideration except in cases where 
one foreign technology is clearly superior. Cooperation 
in marketing Polish products in third countries is 

being encouraged and in many cases has been attractive 
to U.S. firms. 


American companies competing for large contracts of 


over $50 million will be expected to finance all hard- 
currency costs. In addition, hard-currency financing 
of local construction and operation costs will be 
required for most large projects. 


In May 1976, Poland established regulations which 
would permit foreign investment in the services 
sector. Although no specific foreign investment 
agreements have been concluded, several firms have 
held discussions with the Government. Government 
officials have said that joint<equity industrial 
ventures with foreign partners are possible under the 
regulations and will be considered on a case-by-case 
basis. They emphasize, however, that industrial 
cooperation arrangements, with the foreign partner 
providing technology and a commitment to help market 
the products outside of Poland, will remain the 
predominant form of cooperation with Western firms. 
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